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Peru's Stand-By Arrangement with the Fund 


The Government of Peru has entered into a stand-by 
arrangement with the International Monetary Fund 
which authorizes it to draw the equivalent of $30 mil- 
lion over the next 12 months in currencies held by 
the Fund. 

The arrangement is designed to assure the continu- 
ing convertibility of the Peruvian currency and thus to 
support the Peruvian Government in its efforts to 
strengthen the national economy. These efforts, which 
have been assisted by stand-by arrangements with the 
Fund since 1954, were particularly successful in 1960. 
Peru’s exports were substantially increased during the 
year, internal prices showed only a slight increase, and 
the Central Reserve Bank gained additional reserves. 
A balanced governmental budget played a large part 
in these improvements, and the Peruvian Government 
plans to maintain appropriate fiscal and monetary 
policies in 1961. 





IBRD Loan to Yugoslavia 

The World Bank on February 23 made a loan 
equivalent to $30 million for the expansion of electric 
generating and transmission facilities in Yugoslavia. 
The loan will help to finance the construction of a 
216,000-kilowatt hydroelectric plant in the Velebit 
Mountains near Senj, on the Adriatic Coast, and the 
installation of 790 miles of high-voltage transmission 
lines to improve the country-wide electric power net- 
work. The new transmission lines will extend through- 
out five of Yugoslavia’s six Republics—Serbia, Slovenia, 
Croatia, Bosnia-Herzegovina, and Montenegro. The 
projects are part of a program being carried out by 
Yugoslavia to double electric generating capacity in the 
next five years to meet the rapidly growing demands of 
industrial and urban consumers. The loan is for a term 
of 25 years and bears interest at 5% per cent, including 
the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin on 
March 1, 1965. The loan is guaranteed by The Federal 
People’s Republic of Yugoslavia. 

Six private commercial banks are participating in 
the loan, without the World Bank’s guarantee, for a 
total equivalent to $712,000, representing the first matu- 
rity and part of the second and third maturities, which 
fall due between March 1, 1965 and March 1, 1966. 
The participating banks are Irving Trust Company, New 
York; The Chase Manhattan Bank, New York; The 


The Peruvian sol is permitted to fluctuate in the 
country’s foreign exchange market, the Central Reserve 
Bank intervening only to avoid excessive variations 
arising from temporary factors. All remaining multiple 
currency practices in the Peruvian exchange system 
were eliminated in May 1960 (see this News Survey, 
Vol. XII, p. 371). On February 15, 1961, the Peruvian 
Government formally accepted the obligations for cur- 
rency convertibility as set forth in Article VIII of the 
Fund Agreement (see this News Survey, Vol. XIII, 
p. 41). 

Drawings on the Fund which the Peruvian Govern- 
ment made in 1958 and 1959 were repaid later in 1959, 
and there have been no drawings under the stand-by 
arrangement which went into effect early in 1960 (see 
this News Survey, Vol. XII, p. 269). 

Source: International Monetary Fund, Press Release, 
Washington, D.C., February 28, 1961. 


Philadelphia National Bank; The First National City 
Bank of New York; M. Samuel & Co., Limited, London; 
and Grace National Bank of New York. 
The loan was made to the Yugoslav Investment Bank, 
a Federal Government institution, which provides in- 
vestment finance for development. The Investment Bank 
will relend the proceeds of the Bank loan to the enter- 
prises responsible for constructing and operating the 
power plant and the transmission system. The total cost 
of the Senj power plant and new transmission network 
is estimated at the equivalent of $75 million. The Bank 
loan will provide 40 per cent of the required financing. 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
February 23, 1961. 


World Cocoa Production 

World cocoa production for the 1960-61 season is 
now expected to rise by 13 per cent, from 1,021,000 tons 
for 1959-60 to 1,156,000 metric tons, and world cocoa 
consumption by 7 per cent, from 912,000 tons in 1960 
to 977,000 tons in 1961. Production is thus expected to 
exceed consumption by about two and one quarter 
months’ supply. These estimates, issued by the Cocoa 
Study Group of the Food and Agriculture Organization 
of the United Nations, have been revised from those 
previously published (see this News Survey, Vol. XII, 
p. 586). The Group noted that, although weather con- 





58 INTERNATIONAL FINANCIAL News SuRVEY, March 3, 1961 


<_eeC LLLLLLLLLLLLLLLLD 


ditions in Africa were normal, the 1960-61 crop would 
be an all-time record, owing partly to new plantings 
coming into production and partly to the success of 
disease-control operations, particularly in Ghana and 
Nigeria. 

The Financial Times comments that the results of the 
money spent on research toward increasing yields and 
the elimination of disease have been spectacular. Since 
1953 the Ghanaian crop—about a third of the world 
total—has increased by 60 per cent, the Nigerian by 
nearly 80 per cent, and the Brazilian (until the current, 
unusually bad, season) by 25 per cent. 


Source: The Financial Times, London, England, Feb- 
ruary 6, 1961. 


Europe 
The Market in "Euro-Sterling”’ 


Dealings in the “Euro-sterling” market, which is 
similar to the “Euro-dollar” market, have become more 
active recently; the daily turnover has sometimes 
reached £10 million. These dealings are concentrated 
in Paris, which is also one of the two main markets in 
“Euro-dollars” (see this News Survey, Vol. XII, 
p. 569). The market in “Euro-sterling” has grown be- 
cause of the differential between borrowing and lending 
rates in London and the fact that there is still a certain 
amount of official control exercised on sterling bank 
advances to nonresidents. At present, deposits subject 
to seven days’ notice earn 3 per cent in London, while 
5 per cent or more is charged for overdrafts. Thus, 
dealers in Paris are able to make a useful turn by 
“marrying up” lenders of sterling with borrowers, or 
even by offering higher rates for deposits and charging 
less to borrowers than the rates ruling in London. 


Loans are arranged in Paris for periods ranging from 
two days to six months, On deposits for one month 
lenders can obtain a rate of interest of about 45% per 
cent, while borrowers are only charged about 4% per 
cent or 4% per cent. Holders of sterling abroad can 
thus obtain between | per cent and 2 per cent more on 
their funds than they would by putting them on deposit 


with British banks, while borrowers save anything up 
to 1 per cent or more compared with London charges. 
Moreover, some of the borrowers of “Euro-sterling” 
might encounter difficulties in obtaining ordinary ster- 
ling advances in London, because of U.K. exchange 
control. 


The Times observes that hitherto the flow of liquid 
funds from one center to another has been largely 
dictated by the difference in interest rates prevailing 
on short-term securities, particularly Treasury bills, and 
the cost of covering the foreign exchange risk in the 
forward exchange market. Now, however, the existence 


of these “Euro-currency” markets is playing an impor- 
tant role in determining swap rates between one cur- 
rency and another. 


Source: The Times, London, England, February 17, 
1961. 


EFTA Tariff Reduction 


Ministers from the seven countries of the European 
Free Trade Association (EFTA) have decided to cut 
tariffs within the Association by an additional 10 per 
cent on July 1, 1961, instead of on the scheduled date, 
January 1, 1962. This means that tariffs within the 
EFTA will have been reduced by a total of 30 per cent 
on July 1, 1961, the same reduction as was achieved 
within the European Common Market by January 1961 
(see this News Survey, Vol. XIII, p. 25). The EFTA 
countries have also announced that they are ready to 
begin negotiations with the European Economic Com- 
munity whenever the latter’s members wish. 

Sources: The Financial Times, London, England, Feb- 
ruary 7 and 15, 1961. 


Finland, Greenland, and the EFTA 


The seven members of the European Free Trade 
Association (EFTA) have agreed to propose to Finland 
the creation of an eight-nation free trade area compris- 
ing the Seven and Finland. Thus Finland would become 
associated with the EFTA, accepting the obligations 
with regard to trade but not the other obligations of the 
Stockholm Convention (see also this News Survey, 
Vol. XII, p. 409). Since Finland has undertaken to 
continue to grant unlimited most-favored-nation treat- 
ment to imports from the U.S.S.R., it cannot become a 
regular member of the EFTA. It is proposed that there 
should be a separate ministerial council for the eight 
countries, distinct from the existing EFTA council. 
Direct negotiations concerning the details of the pro- 
posal will start immediately, and it is hoped to complete 
a draft of the treaty within a few weeks. 

The Danish Government has decided to seek approval 
for Greenland’s association with the EFTA. The Stock- 
holm Convention permits this by simple notification, but 
approval is being sought because some escape clauses 
are wanted. 

Sources: The Financial Times, London, England, Feb- 
ruary 14, 16, and 17, 1961; Hufvudstads- 
bladet, Helsinki, Finland, February 16, 1961. 


Norwegian Policy for Foreign Capital 

In a debate in the Storting, the Norwegian Minister 
for Industry has stressed the fact that the rapid techno- 
logical developments of today and the shortage of risk 
capital in Norway constitute powerful arguments for 





INTERNATIONAL FINANCIAL NEws SuRVEY, March 3, 196] 


attracting greater foreign investment in Norway. In 
principle, the Government’s policy is to promote the 
processing of indigenous raw materials at home and to 
leave this field to Norwegian concerns. Applications by 
foreign interests to invest in the mining or timber proc- 
essing industries are therefore not particularly welcomed 
by the Government unless there are special circum- 
stances that make coooperation with foreign concerns 
desirable, e.g., to obtain technical or organizational ad- 
vantages or to win markets abroad. Since World War 
II, some firms in these industries which were originally 
controlled by foreign capital have passed into Nor- 
wegian hands. In considering applications for foreign 
investment in the raw material sector, the Government 
also has to weigh the risk that Norwegian products 
will be exported at excessively low prices and thus lead 
to transfers of industrial profits abroad. On the other 
hand, the Government adopts a relatively liberal atti- 
tude toward imports of capital for the exploitation of 
Norwegian water power. This applies particularly to 
new aluminum projects, for which foreign capital par- 
ticipation is very desirable. Normally, a controlling 
majority of the shares will be kept in Norwegian hands, 
but in special circumstances exceptions will be per- 
mitted. The large international aluminum concerns are 
expected to expand their production capacity consider- 
ably in the coming years, and Norway, because of its 
abundant reserves of cheap water power, has good pros- 
pects of participating in this development. Finally, the 
Government is also in favor of attracting foreign loan 
capital to finance new hydroelectric power plants, which, 
however, will remain wholly in Norwegian ownership. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 26, 1961. 


Norwegian Import Liberalization 

It is expected that this spring Norway will abolish 
import restrictions on a substantial number of indus- 
trial goods and that all such restrictions remaining will 
be abolished shortly. At present about 3 per cent of 
Norway’s imports is subject to restriction. The in- 
creased liberalization has been strongly recommended 
by international economic organizations, which believe 
that Norway’s balance of payments position is no longer 
so weak that there is any reason to maintain restrictions 
on imports and that in any case such limited restric- 
tions cannot have any major influence on the balance 
of payments. Relatively large global quotas have been 
issued for most of these imports, and a freeing of them 
will hardly result in any substantial increase in imports. 
(See also this News Survey, Vol. XIII, p. 28.) 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, February 20, 1961. 


Prices and Wages in Denmark 


The Danish retail price index rose between October 
1960 and January 1961 by 5 points, or about 1 per 
cent. The special price index for the regulation of 
wages, etc., rose by a similar amount, which was suffi- 
cient to give workers a cost of living supplement from 
March 1, 1961 and civil servants and sickness and old 
age pensioners a supplement from April 1. Over half 
of the increase in the retail price index is attributable 
to the annual adjustment of housing costs, which rose 
by 6.5 per cent, representing an increase of 2.6 points 
in the price index. (General rent increases were au- 
thorized by legislation at the beginning of 1958.) The 
increase in the price of foodstuffs is also noteworthy: it 
amounted to 0.9 per cent, representing 1.2 points in 
the price index. 

Bérsen comments that the domestic market arrange- 
ments for dairy products (see this News Survey, Vol. 
XIII, p. 28) will mean a marked increase in the prices 
of foodstuffs, and that current negotiations for a new 
wage agreement cannot fail to affect internal prices. 
It is therefore to be expected that there will be a further 
increase in the price index in July, sufficient to lead to a 
further cost of living supplement later this year. 

Source: Bérsen, Copenhagen, Denmark, February 1, 
1961. 


French Banknotes 


A study made a few years ago by the French Health 
Institute indicated that banknotes contained a large 
number of germs and bacteria and that the number of 
germs on banknotes varied in accordance with the ve- 
locity of circulation of these notes. The printing plant 
of the Bank of France has been the first in the world 
to put a disinfectant in banknotes; French banknotes 
put into circulation since the end of 1959 are germ 
repellent. 


Source: Le Monde, Paris, France, February 22, 1961. 


Yugoslavia's Budget 

Yugoslavia’s federal budgetary receipts and expendi- 
tures for 1961 are estimated at Din 555 billion, 23 per 
cent above 1960. The expected effects of the foreign 
exchange and trade reforms to be implemented in 1961 
account for about 13 per cent of the increase in expendi- 
ture. Assistance to exporting enterprises will amount 
to approximately Din 50 billion. Settlement of the Gov- 
ernment’s financial obligations abroad at the new rate 
of Din 750 = US$1 will require substantially higher 
dinar equivalents than at the formerly applied rate of 
Din 300 = US$1. On the other hand, no provision is 
needed this year to cover losses incurred under the 
multiple exchange rate system, now abolished. 

Revenue from customs duties is estimated to rise 
from about Din 30 billion in 1960 to Din 100 billion 
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in 1961, as a result of the planned introduction of a 
new customs tariff, which will include all groups of 
commodities instead of only capital goods as at present. 
Receipts from profits tax are estimated at Din 212 bil- 
lion, i.c., about 10 per cent below 1960. There is 
expected to be a significant fall in the rate of profit 
of the average enterprise, largely because foreign ex- 
change earnings will in general give smaller dinar re- 
turns, which will not be fully offset by the Govern- 
ment’s assistance to exporters. Customs duties on raw 
materials and semifinished products will also reduce 
the rate of profits. The revenue from turnover taxes is 
estimated to increase by about 17 per cent, to Din 226 
billion. 


Source: Sluzbeni List, Belgrade, Yugoslavia, Decem- 
ber 31, 1960. 


Middle East and Africa 
Jordan's Imports from United States 


By a defense order issued in Amman on February 5, 
1961, certain types of goods must in future be imported 
only from the United States. This is in compliance with 
a request from the U.S. aid authorities that procure- 
ment from the United States should be maximized. 
Jordan’s imports from the United States at present are 
at the rate of about $8-10 million annually; the aim is 
to increase this to about one half of the annual U.S. 
budget support ($40.5 million, which excludes im- 
ports under U.S. Public Law 480). 


The goods involved include wheat, flour, mineral 
oils, fertilizers, tinned cheese, motorcars, trucks, radios, 
gramophones, 


refrigerators, air conditioning 


stoves, gas cookers, ovens, and hunting guns. 


units, 


Source: Middle East Economic Digest, London, Eng- 
land, February 10, 1961 


Lebanon's Budget for 1961 


The Lebanese Ordinary Budget for 1961 calls for total 
expenditure of LL 267.5 million, which will be fi- 
nanced wholly from current revenues. This represents 
an increase of LL 45.3 million over the 1960 budget 
estimates. Defense is the largest single item of expendi- 
ture, absorbing LL 52.7 million, a slight increase over 
the appropriation for 1960. Other appropriations are: 
Ministry of Public Works, LL 40.5 million; health, 
education, and welfare, LL 52.3 million; and the re- 
tirement of public debt, LL 19.9 million. The remain- 
ing LL 102.1 million, including LL 16.9 million as a 
reserve against unforeseen expenditures, is allocated to 
a large number of government departments. 

It is expected that customs receipts (LL 101.8 mil- 
lion) will be the largest single source of revenue and 
that other indirect taxes will provide LL 50.6 million. 


INTERNATIO 
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Income tax should provide LL 24.0 million, other 
direct taxes LL 23.7 million, and the various registra- 
tion fees LL 29.6 million. 


Source: Ministry of Finance, 
Beirut, Lebanon. 


Budget Bill, 1961, 


Economic Proposals for Africa 


The UN Economic Commission for Africa, at its 
third session, held in Addis Ababa, adopted resolutions 
recommending studies of various African monetary sys- 
tems and of the possibilities of creating large enough 
regional markets to support African industrialization 
and an African common market. The Commission also 
expressed appreciation of the increased volume of aid 
to African nations, with emphasis on the need for still 
greater assistance and for investment funds. A draft 
resolution was adopted on the establishment of an 
African development bank. 

Sources: The Journal of Commerce, New York, N.Y., 
February 24, 1961; The Financial Times, 
London, England, February 24, 1961. 


Developments in Wes! African Currencies 


The total amount of West African currency notes and 
coin in circulation was reduced from £WA 99.5 million 
on June 30, 1958 to £WA 82.7 million on June 30, 
1959 and to £WA 38.0 million on June 30, 1960. 
This decline was the result of withdrawals of the 
British West African pound from Ghana, beginning 
on July 13, 1958, and from Nigeria, beginning on 
July 1, 1959. In both these countries, the West 
African Currency Board issues have been replaced by 
national currencies—the Ghana pound and the Nigerian 
pound. The Board continues to operate as an issue 
agency in Sierra Leone and Gambia only. 

The Annual Report of the Board shows that on June 
30, 1960 its total assets amounted to £54.7 million, of 
which 43.8 per cent was held in the form of cash and 
Treasury bills, 28.9 per cent in investments maturing 
within two years, and 27.3 per cent in investments 
maturing after two years. For the year 1959-60 the 
Board distributed a sum of £2.5 million to the West 
African Governments. However, its surplus of assets 
over liabilities still amounted to £14.2 million, and in 
September 1960 it paid £5.96 million to Nigeria and 
£3.50 million to Ghana, being that part of its surplus 
which could be considered to relate to the currency 
withdrawn from these two territories down to June 30, 
1960. The balance will be available, inter alia, for cor- 
responding distributions to Sierra Leone and Gambia, 
if and when the Board’s currency should be withdrawn 
from these territories. 


Mr. J. B. Loynes, of the Bank of England, a member 
of the East African and West African Currency Boards, 
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will visit Sierra Leone and Gambia to examine their 
currency systems. It is expected that his report will 
reach the Government of Sierra Leone before it be- 
comes an independent country on April 27, 1961. Mr. 
Loynes was closely associated with the establishment of 
the central banks of Ghana and Nigeria. 


Sources: West African Currency Board, Report for the 
Year Ended June 30, 1960, and West Africa, 
January 28, 1961, London, England. 


Sales of South African Gold Bars 


Sales of 400-ounce gold bars to overseas buyers under 
the scheme introduced by the South African Reserve 
Bank in April 1959 (see this News Survey, Vol. XI, 
p. 348, and Vol. XII, p. 40) amounted in 1960 to a total 
of $56.7 million and £48.6 million. In the same period, 
sales of kilogram gold bars to approved buyers outside 
the sterling area under a scheme initiated in June 1959 
by the Transvaal and Orange Free State Chamber of 
Mines amounted to $12.1 million. The minimum price 
realized for these transactions was 249s. 6d. a fine 
ounce and the maximum price was 259s. 042d. 


Source: The Times, London, England, January 30, 
1961. 


Exchange Restrictions in Rhodesia and Nyasaland 

On February 24 the Legislature of the Federation of 
Rhodesia and Nyasaland passed a Bill “to prevent the 
outflow of capital owned by residents of the Federa- 
tion.” Introducing the Bill, the Minister of Finance 
said that authorized dealers in foreign exchange would 
be permitted to provide exchange for all normal and 
reasonable current purposes up to limits to be pre- 
scribed. If the amount that could be authorized by the 
banks on their own authority were insufficient for any 
purpose which the applicant thought justified, he could 
ask for his application to be sent to the exchange 
control authorities, who would, within the limits set by 
the country’s financial position, give sympathetic con- 
sideration in reasonable cases. 

The Bill is valid for one year, although the Minister 
hopes that it will be possible to relax the restrictions 
in a shorter period. He is expected to introduce regula- 
tions covering the amounts of money that may be trans- 
ferred for various purposes. The Minister has already 
made it clear that capital of bona fide nonresidents will 
not be blocked. Payments of interest, dividends, and 
profits due to nonresidents will be authorized. 


The previous Exchange Control Act of the Federa- 
tion did not limit transactions with other parts of the 
sterling area. 

Sources: The Financial Times, London, 
February 24 and 25, 1961. 


England, 


Far East and Australasia 


India's Balance of Payments 


Preliminary data for the first half of the fiscal year 
1960-61 (i.e., April-September 1960) show that India 
had a deficit on current account of Rs 1,778 million 
(US$373 million), compared with a deficit of Rs 1,284 
million ($270 million) for the first half of 1959-60. The 
current account deficit increased by Rs 494 million, and 
the trade account deficit by Rs 521 million. Exports 
rose by Rs 135 million, to Rs 2,993 million, but im- 
ports rose by Rs 656 million (government imports by 
Rs 359 million and private imports by Rs 297 million), 
to Rs 5,387 million. Jute textiles and metallic ores 
were responsible for the major increases in export earn- 
ings, Rs 122 million and Rs 37 million, respectively; 
exports of cotton textiles showed a nominal increase, 
but tea exports declined slightly. 


In both years the current account deficit, including 
net errors and omissions, was financed mainly by official 
loan receipts and to a lesser extent by utilizing foreign 
exchange reserves. Thus, net official loan receipts, 
after offsetting India’s repurchases of rupees from the 
International Monetary Fund, amounted to Rs 1,026 
million in April-September 1960, compared with 
Rs 840 million a year earlier, while India’s foreign ex- 
change reserves fell by Rs 550 million, compared with 
a decline of Rs 271 million in the same period of 
1959-60. Miscellaneous official capital receipts were 
also sizable. 


Sources: Reserve Bank of India, Bulletin, Bombay, 
India, November 1960 and January 1961. 


Credit Policy in India 


The improved supply and relative stability of prices 
of foodgrains in India have enabled the Reserve Bank 
to relax the provisions of its directive of August 20, 
1960. The minimum margin requirement in respect of 
advances against foodgrains has been reduced from 40 
per cent to 35 per cent, and the ceiling limit for ad- 
vances against paddy and rice in all States other than 
Andhra Pradesh has been increased from 100 per cent 
to 110 per cent of the levels authorized in 1960. 

In view of the firmness in the prices of groundnuts 
and other oilseeds, excluding cotton seeds, the Reserve 
Bank of India has decided to continue its control of 
scheduled bank advances against these commodities, 
subject to certain minor modifications. 


Source: The Hindu, Madras, India, February 10, 1961. 


Rubber Export Duty in Ceylon 

The duty on rubber exported from Ceylon was re- 
duced on February 15, 1961 from 30 Ceylon cents to 
20 cents a pound for all grades of rubber. In Novem- 
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ber 1960 the duty had been reduced from 38 Ceylon 
cents to 30 cents a pound. The average Colombo mar- 
ket price of Grade 1 rubber sheets was 96 Ceylon cents 
a pound in December 1960, compared with Rs 1.36 
a pound a year earlier. 


Sources: Central Bank of Ceylon, Bulletin, January 
1961, and Ceylon News, February 23, 1961, 
Colombo, Ceylon. 


Rice Production in China (Taiwan) 


The Government of the Republic of China in Taiwan 
announced on January 28 that rice production in 1960 
reached a record of 1,901,868 metric tons. The good 
harvest is attributed to better farming techniques, im- 
proved irrigation facilities, increased application of 
fertilizers, and grants of low-interest loans to farmers. 
An average of 3,555 kilograms of rice per hectare is 
now being produced, which represents a 20 per cent 
increase since 1952. Nevertheless, the output in 1960 
was almost 5 per cent less than the 2,000,000 tons 
aimed at. The production target for 1961 has been set 
at 2,050,000 metric tons. 


Source: Chinese News Service, Free China Weekly, 
New York, N.Y., February 14, 1961. 


Korean Government Receipts and Payments 


In 1960 over-all cash transactions of the Government 
of Korea resulted in a surplus of hw 37.5 billion, in con- 
trast to a deficit of hw 27.8 billion in 1959; expendi- 
tures totaled hw 390.8 billion (hw 434.7 billion in 
1959) and receipts hw 428.3 billion (hw 406.9 billion 
in 1959). There was a deficit of hw 1.1 billion on aid 
counterpart fund transactions, principally because of a 
reduction in collections; the over-all surplus was thus 
achieved in other transactions. In 1959 there had 
been a surplus of hw 15.4 billion on counterpart fund 
transactions and a deficit of hw 43.2 billion in other 
transactions. 


Total government expenditures in 1960 declined by 
10.1 per cent, compared with an increase of 10.5 per 
cent in 1959. This decline was attributable to a reduc- 
tion in net expenditures of all special accounts, which 
amounted to hw 54.4 billion, compared with hw 129.6 
billion in 1959; general account expenditures in 1960, 
including ordinary government and defense expendi- 
tures, were hw 31.3 billion larger than the year before. 
Defense expenditures in 1960 accounted for 35.5 per 
cent of total expenditures, compared with 30.0 per 
cent in 1959. 


The increase in government receipts of 5.3 per cent, 
compared with 10.7 per cent in 1959, was entirely at- 
tributable to a rise in domestic receipts (mainly tax 
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revenues) of 11.2 per cent, compared with 33.5 per 


cent in 1959; counterpart fund collections were 5.9 per 
cent less. 


Source: Bank of Korea, Monthly Statistical Review, 
Seoul, Korea, February 1961. 


Australian International Reserves 


In the six months to December 1960 Australia’s in- 
ternational reserves fell by £A 136 million, to £A 376 
million, the lcwest December figure since 1955. This 
sharp drain was due to a marked deterioration in the 
current account; the deficit for this period was £A 261 
million, compared with one of £A 92 million in the 
corresponding period of 1959. Imports, at £A 560 
million, were nearly £A 110 million higher than in the 
six months to December 1959. Between the two 
periods, imports of iron, steel, and timber showed the 
largest proportional increases; those of foodstuffs (other 
than tea), yarns, textiles, wearing apparel, vehicles, 
rubber, and pulp, paper, and board increased by about 
40 per cent each. 


Exports in the second half of 1960 amounted to 
£A 421 million, some £A 50 million less than in the 
corresponding period of 1959. The largest decrease in 
the value of exports was in wool and sheepskins 
(£A 38 million), owing to reductions of about 15 per 
cent in the average price of wool and of 8 per cent in the 
quantity exported. Exports of grains (excluding wheat), 
meat, butter, iron, and steel were substantially lower 
in the six months to December 1960 than in the same 
period of 1959, but exports of wheat, flour, sugar, 
petroleum oils, zinc, copper, vehicles and parts, and 
machines and machinery were a little higher. 


Capital inflows, including the balancing item (which 
in turn includes the net effect of all errors and omissions 
in both current and capital accounts), amounted to 
£A 125 million in the second half of 1960, about the 
same as in the corresponding period of 1959. Official 
capital transactions included net receipts of £A 3 million 
from loans and an outflow of £A 6 million for other 
capital transactions. The capital outflow included pay- 
ments of almost £A 4 million in respect of subscriptions 
to the International Bank for Reconstruction and Devel- 
opment and the International Development Association. 


Treasury Information Bulletin, Canberra, 
Australia, January 1961; The Financial 
Times, London, England, February 3, 1961. 


Sources: 


Australian Economic Measures 


The Australian Treasurer, Mr. Holt, at a recent 
meeting of the Government Parliamentary parties in 
Australia, said that the Government’s economic meas- 
ures had had the intended effect and would not be sub- 
stantially changed. The Australian economy was still 
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progressing and was on a much sounder basis than dur- 
ing the overbuoyant period in 1960. Australia, he said, 
had emerged from earlier and more difficult periods of 
economic stress without drastic expedients, and could 
do so again. Ultimately, but not immediately, there 
would be a fairly sharp fall in the level of imports as 
the tempo of the internal economy was readjusted to 
the point at which domestic needs could more fully 
be met from local resources. 


The Australian Prime Minister, Mr. Menzies, has 
announced a reduction in the sales tax on motor vehicles 
from 40 per cent to 30 per cent, reversing the increase 
announced in November 1960 (see this News Survey, 
Vol. XII, p. 593). Mr. Menzies also announced that 
the proposal requiring life assurance society pension 
funds and similar organizations to maintain 30 per cent 
of their funds in government securities was to be modi- 
fied. The Prime Minister remarked that these measures 
would “go a long way towards meeting reasonable and 
constructive criticism” of the proposals announced in 
November 1960. He said that the sales tax increase in 
November had aggravated the effect of the credit re- 
strictions and tended to hurt the motor industry more 
than the Government would desire. The Government 
was satisfied that the increase in the sales tax, which 
many possible buyers had believed unlikely to continue 
beyond the next budget (in August 1961), had had a 


bad psychological effect by inducing the postponement 
of demand. 


In relation to measures to stimulate Australian ex- 
ports, Mr. Menzies said that specific proposals had been 
devised for expansion particularly in the Middle East 
and South America, where there were worthwhile op- 
portunities. He stated that “we have no intention 
whatever of restoring the import licensing which was 
abandoned or altering the exchange rate.” 


Sources: The Times, February 9, 1961, and The 
Financial Times, February 22, 1961, London, 
England. 


Western Hemisphere 
Canada’s Exports in 1960 


Exports from Canada in 1960 reached a record figure 
of $5,266 million, 5 per cent higher than in the pre- 
vious year. Toward the end of 1960 the trend was 
downward, but compared with the same periods in 
1959 the larger exports in the first and third quarters 
more than offset the moderate decreases in the second 
and fourth quarters. 


Exports of most principal commodities were higher 
in 1960 than in the previous year, although for several 
commodities they declined during the last three months 
and for others the rate of advance began to slow down. 


Newsprint remained the leading export, increasing by 
5 per cent during the year. Exports of aluminum, nickel, 
and copper exceeded their 1959 totals by between 
15 per cent and 35 per cent; lumber and woodpulp ex- 
ports also rose. Exports of uranium declined by 15 
per cent; those of iron ore, which had advanced in the 
first ten months of 1960, fell abruptly in November 
and December, with the result that over-all they were 
little changed from 1959. Exports of wheat declined. 


Overseas exports rose by one fifth in 1960, the largest 
increases being to the United Kingdom, other European 
countries, and Japan. Exports to the United States 
were 5 per cent lower than in 1959. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, February 8, 1961. 


Change in Federal Reserve Open Market Policy 

The U.S. Federal Reserve System announced on 
February 20 that its Open Market Account is purchas- 
ing U.S. Government notes and bonds of varying matur- 
ities, some of which will exceed five years. During re- 
cent years, open market transactions have been confined 
to short-term U.S. Government securities, except in 
correction of disorderly markets. Authority for trans- 
actions in securities of longer maturity has been granted 
by the System’s Open Market Committee because of 
conditions that have developed in the domestic economy 
and in the U.S. balance of payments. 


Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., 
February 20, 1961. 


IADB Loan fo Bolivia 


The Inter-American Development Bank (IADB) 
announced on February 26 the approval of a loan 
equivalent to $10 million to the Corporacién Boliviana 
de Fomento (Bolivian Development Corporation), an 
official agency of the Bolivian Government, to finance 
development projects in agriculture, industry, mining, 
electric power, and irrigation and drainage. Approxi- 
mately 70 per cent of the loan may be used for the 
foreign currency requirements of the program and 30 
per cent for the local currency requirements. 


The loan is to be made from the IADB’s Fund for 
Special Operations; it will be for 13 years and will bear 
interest at 442 per cent per annum. Repayment will be 
made in 20 equal semiannual installments, beginning 3 
years after the loan contract is signed. The first 10 
payments will be made in bolivianos; the final 10 will be 
proportionately in dollars and the other currencies 
loaned. The loan will be guaranteed by the Central 
Bank of Bolivia. 


The IADB also agreed to make a grant of up to 
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$250,000 in U.S. dollars to the Corporacién for tech- 
nical assistance required in connection with the pro- 
posed developments. 


Source: Inter-American Development Bank, Press Re- 
lease, Washington, D.C., February 26, 1961. 


Foreign Credits for Argentina 


The Argentine Minister of Economy, Mr. Alsogaray, 
has announced the successful conclusion of negotiations 
for the extension of the repayment terms of foreign 
obligations maturing in 1961 and 1962 and for an in- 
crease in the inflow of long-term foreign credits for 
Argentina’s development program. 

In addition to rescheduling Argentina’s debt to the 
International Monetary Fund and to European creditors 
(see this News Survey, Vol. XII, p. 601, and Vol. XIII, 
p. 40), repayment of the credit of $75 million extended 
last year by a group of New York banks will also be 
deferred. These arrangements will reduce Argentina’s 
scheduled foreign debt payments by $183 million in 
1961-62, when the country’s other foreign debt com- 
mitments are particularly heavy. 

In addition to credits from the Export-Import Bank 
of Washington (see this News Survey, Vol. XIII, 
p. 26), Argentina has received assurances of substantial 
international assistance: for example, the U.S. Develop- 
ment Loan Fund has agreed, in principle, to grant 10- 
year loans at 5 per cent interest for the road and hous- 
ing programs; certain European governments have 
agreed to extend credits of 10 to 12 years for the 
import of components for specific projects; and some 
European banks will make loans to the Argentine 
Industrial Bank for the re-equipment of small and 
medium-sized industries. Substantial private foreign in- 
vestments have also been undertaken. 

The Minister remarked that these events reflected 
growing confidence in the progress of the Argentine 
stabilization and development program. From June 
1959 to January 1961, Argentina’s foreign exchange 
reserves increased from $179 million to $710 million. 
During the same period, Argentina repaid $330 million 
of its foreign debt and received $394 million in stabili- 
zation credits. The exchange rate for the Argentine 
peso has been stable for about a year and a half. There 
has been a spectacular increase in petroleum produc- 
tion. In 1960, especially in the second half, there was a 
sizable increase in industrial production, cement con- 
sumption, and the physical volume of retail sales. In- 
vestment in real terms in 1960 showed an improvement 
of 30 per cent over 1959 and of 63.6 per cent over the 
annual average for the period 1950-59. Imports of 
machinery have increased greatly, and industrial re- 
equipment is continuing at an encouraging pace. 


Sources: La Nacién, Buenos Aires, Argentina, Feb- 
ruary 4 and 5, 1961. 
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Fund Alternate Executive Director 


Mr. Raymond Bonham Carter, an Adviser (acting) 
of the Bank of England, has been appointed Alternate 
Executive Director of the Fund for the United Kingdom, 
from February 27, 1961. He succeeds Mr. G. J. Mac- 
Gillivray, who has been appointed Deputy Governor of 
the Bank of Rhodesia and Nyasaland. 
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